
Ameren Exhibit 4.0 

ILLINOIS COMMERCE COMMISSION 

DOCKET 23-   

 

 

DIRECT TESTIMONY 

OF 

HECTOR H. IRIZARRY-ROBLES 

 

 

 

Submitted on Behalf 

of 

AMEREN ILLINOIS COMPANY 

d/b/a Ameren Illinois 

 

 

 

 

January 20, 2023



Ameren Exhibit 4.0 

TABLE OF CONTENTS 

 Page 

I. INTRODUCTION......................................................................................................... 1 

 Witness Identification ....................................................................................... 1 

 Purpose, Scope, and Identification of Exhibits .............................................. 2 

II. TEST YEAR FORECAST ........................................................................................... 3 

III. PLANT INVESTMENT ............................................................................................. 11 

IV. OPERATING EXPENSES ......................................................................................... 14 

A.  Customer Account Expenses .......................................................................... 16 

 Customer Service and Informational Expenses ........................................... 19 

 Administrative and General Expenses .......................................................... 20 

V. G SCHEDULES .......................................................................................................... 25 

VI. CONCLUSION ........................................................................................................... 29 

APPENDIX ................................................................................................................................ 1 

 



Ameren Exhibit 4.0  

Page 1 of 29 

ILLINOIS COMMERCE COMMISSION 1 

DOCKET 23-   2 

DIRECT TESTIMONY OF  3 

HECTOR H. IRIZARRY-ROBLES 4 

Submitted on Behalf of 5 

Ameren Illinois 6 

I. INTRODUCTION 7 

 Witness Identification 8 

Q. Please state your name and business address. 9 

 My name is Hector H. Irizarry-Robles. My business address is 10 Richard Mark Way, 10 

Collinsville, Illinois 62234. 11 

Q. By whom are you employed and in what capacity? 12 

 I am employed by Ameren Illinois Company d/b/a Ameren Illinois (Ameren Illinois or 13 

the Company), as Controller.  14 

Q. What are your responsibilities as Controller? 15 

 As Controller, I am responsible for financial variance analysis, reporting, and budget 16 

coordination for Ameren Illinois. 17 

Q. Please describe your educational background and relevant work experience. 18 

 Please see my Statement of Qualifications, attached as an Appendix to this testimony.  19 
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 Purpose, Scope, and Identification of Exhibits 20 

Q. What is the purpose of your direct testimony in this proceeding? 21 

 I explain how Ameren Illinois developed and confirmed the reasonableness of its Multi-22 

Year Rate Plan (Rate Plan) forecast, which is an accurate and reliable depiction of the forecasted 23 

capital costs, operating expenses, and revenues for the Company's electric business in calendar 24 

years 2024-2027. I generally explain how Ameren Illinois prepared the forecasted test years 25 

gross plant in service costs and total operating expenses. Finally, I explain the drivers of 26 

significant variances in Ameren Illinois' forecasted test years electric Customer Accounts 27 

Expense, Customer Service and Information Expense, and Administrative and General (A&G) 28 

Expense accounts over the 2021 account levels. I also explain several of the Part 285 G 29 

Schedules that Ameren Illinois is submitting with this rate case filing, which provide support for 30 

Ameren Illinois' 2024-2027 test years forecast. The G Schedules demonstrate that that the annual 31 

budget is an accurate and reliable basis for the Company's test years forecast. 32 

Q. Are you sponsoring any exhibits with your testimony? 33 

 Yes. Ameren Exhibit 4.1 presents an analysis of Ameren Illinois' electric O&M expense 34 

from 2018 to 2027. The analysis includes Electric Distribution Expenses, Customer Accounts 35 

Expenses, Sales Expenses and Administrative and General Expenses.  The analysis in the exhibit 36 

excludes depreciation, amortization, and taxes as they primarily relate to plant investment, storm 37 

deferrals and taxes largely outside control of the utility. Customer Service and Informational 38 

Expenses in FERC Accounts 907-910 are also excluded, as a majority of the expense charged to 39 

these accounts are recovered through Riders EE, CGC and CGR, rather than through the base 40 

rate revenue requirement.  41 
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II. TEST YEAR FORECAST 42 

Q. What test year is Ameren Illinois proposing in this proceeding? 43 

 Although I am not an attorney, I understand Section 16-108.18 of the Act to require that a 44 

MYRP "[p]rovide for the recovery of the utility's forecasted rate base, based on the 4-year 45 

investment plan and the utility's Integrated Grid Plan" and "[p]rovide for recovery of prudent and 46 

reasonable projected operating expenses, giving effect to ratemaking adjustments, consistent 47 

with Commission practice and law under Article IX of this Act." Section 16-108.18 allows that 48 

"[o]perating expenses for years after the first year of the Multi-Year Rate Plan may be estimated 49 

by the use of known and measurable changes, expense reductions associated with planned capital 50 

investments as appropriate, and reasonable and appropriate escalators, indices, or other metrics."1 51 

Ameren Illinois' investment plan covers the years 2024-2027, so in this proceeding, the 52 

Company proposes to use calendar years 2024-2027 as its test years.  53 

Q. What is your understanding of the process used to develop the forecasts for the Rate 54 

Plan? 55 

 Again, though I am not an attorney, I understand the process used to develop the 56 

forecasts must be "iterative, rigorous, and lead to forecasts that reasonably represent the utility's 57 

investments during the forecasted period and ensure that the investments are projected to be used 58 

and useful during the annual investment period and least cost, consistent with the provisions of 59 

Articles VIII and IX of this Act."2 60 

 
1 220 ILCS 5/16-108.18(d)(3)(E). 
2 220 ILCS 5/16-108.18(d)(3)(A). 
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Q. Please explain how the Rate Plan forecast process is iterative and rigorous. 61 

 The iterative nature of the forecast process is discussed in greater detail later in my 62 

testimony as I describe the process Ameren Illinois goes through to develop the annual budgets 63 

for 2024-2027 and the personnel and groups involved. The rigorous nature of the forecast 64 

process is evident through the Company's annual use and adherence to established budget 65 

guidelines reviewed and distributed before the process begins. The budget guidelines establish 66 

clear roles and responsibilities and include a strict timeline for completion to allow management 67 

and leadership time to review before the Corporate Model team inputs the O&M and capital data 68 

into a corporate budgeting model to create forecasted financial statements. Ameren Illinois also 69 

uses a common platform (Utilities International Planner budget system) to update forecast 70 

information in a format consistent with the necessary labor and non-labor detail for management 71 

at the department or Resource Management Code level.  Furthermore, the Ameren Illinois 72 

Financial Services team Business Performance Specialists (BPSs) provide the supervisory, 73 

administrative and operations functions with close support and guidance throughout the annual 74 

process.  This ensures that a consistent approach was used throughout the organization or that an 75 

alternative method was evaluated and considered.     76 

Q. How does Ameren Illinois' forecast process lead to forecasts that reasonably 77 

represent the utility's investments during the forecasted period? 78 

A. The Company develops a solid foundation for its forecasts by projecting the underlying 79 

costs for capital and O&M investments through a detailed bottoms-up budgeting process.  80 

Considering current high levels of inflation in 2022, Ameren Illinois' bottoms-up budgeting 81 

process incorporated assumptions for reasonable rates of annual inflation for labor and non-labor 82 

expense at decreasing rates from 2024 through 2027.  Collectively, our process and these cost 83 
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considerations that are factored into investments lead to a forecast that reasonably represents the 84 

Company's investments during the forecasted test years.         85 

Q. How does Ameren Illinois' forecast process ensure that the investments are 86 

projected to be used and useful during the annual investment period? 87 

A. Engineers, project managers, and other operations subject matter experts provide forecast 88 

information on project start and end dates, and other budget inputs.  All blanket and specific 89 

projects must comply with corporate work order policy and procedure prior to committing or 90 

expending funds for capital, retirement, reimbursable, or expense related projects except in 91 

extreme and unforeseen circumstances when immediate work is required to preserve or restore 92 

operating equipment and facilities.  Ameren Illinois utilizes a robust set of procedures and 93 

processes to ensure applicable specific projects greater than $500,000 are justified with 94 

alternatives considered, completed safely, on time, within the defined scope, and equal to 95 

approved budget targets.  Company witness Steve Wolter (Ameren Ex. 6.0) discusses, in his Rate 96 

Plan testimony, the process for budgeting and managing blanket and specific projects, as well as 97 

the use and usefulness of projected plant investments in his testimony.  98 

Q. How does Ameren Illinois' forecast process ensure that the investments are 99 

projected to be least cost? 100 

 As mentioned in my response to the previous question, Ameren Illinois utilizes a robust 101 

set of procedures and processes to ensure applicable specific projects greater than $500,000 are 102 

justified with alternatives considered, completed safely, on time, within the defined scope, and 103 

equal to approved budget targets. The level of oversight and detail required is broken into three 104 

groups: projects greater than $500,000, projects greater than $5 million, and projects greater than 105 

$20 million.   106 
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Capital projects greater than $500,000 require a project charter. Elements of the charter include 107 

justification, objectives, a milestone schedule, estimated cost, the assigned project manager, a list 108 

of impacted stakeholders, and a list of high-level risks. Project charters require approval by a 109 

Director or Vice-President, depending on total estimated costs. 110 

Projects greater than $500,000 and less than $5 million, are governed by the Ameren 111 

Illinois Project Oversight Board. This board is composed of Ameren Illinois senior leaders. The 112 

board meets quarterly, or as needed, to review project status, discuss risks and mitigation 113 

strategies, adherence to schedules and budgets, and other pertinent issues.  These projects require 114 

cost estimates/cost tracking, organization change management, risk management with identified 115 

risks and estimated risk exposure, detailed project schedule utilizing Primavera P6 software, 116 

procurement tracking of major material and purchase orders, adherence to Ameren and 117 

contractor safety plans, and quality management as described in the Ameren Illinois Quality 118 

Management Plan. 119 

Projects greater than $5 million and less than $20 million are governed by the Senior 120 

Leader Project Oversight Committee (“SLPOC”). The SLPOC is composed of senior leaders 121 

from all Ameren business segments.  SLPOC projects follow a formal "gate" process. A gate is 122 

defined as a detailed assessment conducted at key points in the project lifecycle. Prior to meeting 123 

with SLPOC for any gate, the project must be recommended by the Gate Approval Board 124 

(“GAB”). The GAB is composed of Ameren subject matter experts, who are not part of the 125 

project team, from multiple areas; including treasury, quality management, legal, strategic 126 

sourcing, safety, organization change management, and appropriate functional and technical 127 

areas. The duty of this board is to make certain the project team has met all objectives and 128 

deliverables. Items reviewed during the SLPOC gate GAB meeting include the project plan, 129 
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project justification, alternatives considered, project scope and design, project cost management, 130 

project schedule management, project resource management, project communication 131 

management, project risk management, project change management, project quality 132 

management, safety, and document control. 133 

Projects greater than $20 million are governed by the Corporate Project Oversight 134 

Committee (“CPOC”). The CPOC is composed of executive leaders from all Ameren business 135 

segments, including the segment Presidents.  Prior to meeting with CPOC for each of the gates 136 

listed above, the project team must receive a recommendation from the CPOC Gate Approval 137 

Board. The makeup and objectives of the CPOC GAB are very similar to SLPOC. Due to the 138 

higher cost and complexity of CPOC projects, more formal gates and approval are required to 139 

ensure the project matures through the various phases. 140 

The Ameren Illinois Central Review Committee (“CRC”) is responsible for reviewing 141 

and approving all project cost changes of plus or minus $100,000. The project team must request 142 

CRC approval as soon as it is known the project forecast will change by the threshold amount. 143 

The project team must supply appropriate justification for the requested cost change. 144 

Q. How did Ameren Illinois develop the forecasted financial data for calendar years 145 

2024-2027?  146 

 The foundation for the forecasted financial data for calendar years 2024-2027 is the 147 

Company's annual budget. The annual budget is composed of the operating budget and the 148 

capital budget. The operating budget reflects expected O&M expenses for each department or 149 

resource management center (RMC). The capital budget details all capital projects for each 150 

department or RMC. The 2024-2027 test years forecast reflects the 2024-2027 annual budget. 151 

The 2024-2027 test years forecast also reflects capital projects expected to be in service by year-152 
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end 2022-2027. The Ameren Illinois Board of Directors reviewed and approved the test years 153 

forecast for 2024-2027 before this filing.  154 

Q. How does Ameren Illinois develop the annual budgets for 2024-2027? 155 

 Developing the annual budget is a multifaceted, iterative process. The Ameren Corporate 156 

Budget group and the Ameren Illinois Financial Services group develop budget guidelines, 157 

which are distributed to budget personnel. The Utilities International Planner (UIP) system is 158 

used to prepare a five-year forecast of O&M expense and capital costs. The UIP budget system 159 

provides a centralized, standardized budgeting tool across the Ameren affiliates. This common 160 

platform allows multiple users the ability to update forecast information, retain the data for 161 

variance reporting, and provide the data in a consistent format with the necessary detail for 162 

management. The UIP system maintains the number of employees assigned to each department 163 

or RMC, their pay rates, and the applicable Ameren loading rates. Loadings for such items as 164 

pension and benefits, indirect overheads, stores handling, purchasing, and allowance of funds 165 

used during construction (AFUDC) are applied by UIP based on the factors determined by the 166 

Ameren Corporate Budget group. All UIP entries are done by cost category (O&M, capital, etc.), 167 

resource type (union labor, management labor, materials, vehicles, etc.), and activity code 168 

(reliability work, customer billing, etc.). Starting with the 2016 budget, O&M account numbers 169 

are now budgeted in the UIP system. Ameren Illinois relies on budgeters, directors, and local 170 

personnel involved in preparing an individual RMC or department’s budget to develop and enter 171 

the cost estimates into UIP since they are closest to the work. BPSs and Financial Specialists 172 

throughout the Company work with the RMC directors and the Ameren Illinois Financial 173 

Services group to determine staffing changes and resource allocations, which are also entered in 174 

UIP. Engineers, project managers, and other subject matter experts are also involved in the 175 
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process to provide forecast information on external contractor estimates, material needs, project 176 

start and end dates, and other budget inputs. The Corporate Modeling group then loads the O&M 177 

and capital data into a corporate budgeting model to create forecasted financial statements that 178 

are reviewed and adjusted as needed. This extensive process results in projections for a future 179 

year that form the basis for the annual budget for that year, in this case, the 2024-2027 test years 180 

forecast. 181 

Q. What controls are in place to align actual costs with budgeted costs? 182 

 Cost control efforts begin with the appropriate system controls, budgeting, and planning. 183 

Ameren Illinois has system controls in place that require approval of projects, job requisitions, 184 

and purchase orders based on corporate hierarchy and approval limits to ensure that all projects 185 

and expenditures are approved by the appropriate level of management. The Company also uses 186 

its approved annual budget to manage and control costs, and conducts ongoing reviews of the 187 

budget to ensure that costs are maintained within approved projections. (Of course, there are 188 

some items that management cannot control like third-party damage, storms and other severe 189 

weather conditions and events.) Each month, the BPSs, the Ameren Illinois Financial Services 190 

group, and the Ameren Corporate Financial Reporting group perform variance analyses. The 191 

BPSs review the capital and O&M expenses relative to their budget and share their analyses with 192 

Ameren Illinois Directors or Senior Directors. In the operational divisions, typically there are 193 

monthly business planning meetings with the Directors, BPSs, and the Senior Directors of 194 

Division Operations to review the variances and the status of projects. Also, each month, 195 

Ameren Illinois' Controller meets separately with Company senior leadership and the Ameren 196 

Corporation Controller and the Ameren Corporation Chief Accounting Officer to review the 197 

Ameren Illinois corporate financial data, including income statements, O&M, capital, and 198 
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margins. Depending on identified variances and the Company's current operational and 199 

investment needs, management adjusts O&M or capital costs across certain projects, as needed. 200 

Q. Did independent certified public accountants review the forecasted financial data?  201 

 Yes. Independent certified public accountants (CPAs) Kerber, Eck & Braeckel LLP 202 

(KEB) reviewed the forecasted financial data, which Ameren Illinois prepared in accordance 203 

with Generally Accepted Accounting Principles and the American Institute of Certified Public 204 

Accountants' Guide for Prospective Financial Information. KEB also reviewed the principal 205 

assumptions that the Company used to prepare the forecasted financial data. Those assumptions, 206 

which are identified on Schedule G-2, are based on the Company's historical experience, 207 

expected events or transactions in the forecast period, and/or detailed forecast modeling.  208 

Q. Does the forecast contain the same assumptions and methodologies used in forecasts 209 

prepared for management? 210 

 Yes, as stated on Schedule G-3. The test years forecast is based on the Active Forecast 211 

(AF) 181 snapshot of UIP data taken on September 28, 2022.  212 

Q. Has Ameren Illinois made any other adjustments to the annual budget data in 213 

developing the 2024-2027 test years forecast? 214 

 Yes. In developing the test years operating income statement and rate base, 215 

Ameren Illinois made adjustments to the projections to reflect appropriate ratemaking treatment 216 

of certain cost, expense, and revenue items. Company witness Ronald D. Stafford discusses these 217 

adjustments.  218 
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Q. Do you consider the test years forecasts to be accurate and reliable depictions of the 219 

forecasted capital costs, O&M expenses, and revenues for Ameren Illinois' natural electric 220 

business in calendar years 2024-2027? 221 

 Yes. The processes that the Company used to develop the annual budget, on which the 222 

2024-2027 test years forecast is based, result in an accurate and reliable forecasts of Ameren 223 

Illinois' future capital costs, O&M expenses, and revenues for Ameren Illinois' electric business 224 

in calendar years 2024-2027.  225 

III. PLANT INVESTMENT 226 

Q. What amount of gross electric distribution plant in service is the Company 227 

projecting to be included in its proposed rate base at the end of 2027? 228 

 The forecasted gross electric distribution plant as of December 31, 2027 included in 229 

Ameren Illinois' proposed rate base, as shown on Schedule B-1, is $11.458 billion.  230 

Q. How did Ameren Illinois develop that proposed plant in service balance for this 231 

filing? 232 

 Ameren Illinois used actual data through August 2022 and forecasted plant additions and 233 

retirements for September 2022 through December 2027 from the AF181 snapshot of the UIP 234 

system and the corporate model. The plant additions are the result of forecasted capital 235 

expenditures and expected in service dates.  236 

Q. Once the Company has determined an operational need for plant investment, how 237 

does Ameren Illinois budget for that investment? 238 

 The Chief Financial Officer and Executive Leadership Team of Ameren Corporation 239 

determine the strategic capital allocation and develop Ameren Illinois' overall capital budget 240 
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targets. These targets are allocated in part to blanket work orders for recurring work such as 241 

service replacements, new business, and government relocations, which are developed based on 242 

historical trends and known changes. Another portion of the budget is allocated to the projects 243 

that the Company anticipates will be carried over from the prior budget year for multi-year 244 

projects or due to scheduling changes or other factors. The remaining funds are available for 245 

specific projects identified by engineering. Each specific project is submitted in the Copperleaf 246 

(C55) tool, which is used to rank the various projects based on financial, safety, reliability, and 247 

customer criteria. Asset Performance Managers (APMs) for specific asset categories such as 248 

electric distribution, underground storage, and fleet, review the C55 output and make 249 

adjustments as needed to the project list. The Central Review Committee, which is made up of 250 

APMs and representatives from various operating areas, finalize the specific project list that will 251 

ultimately be part of the total capital budget sent to the Ameren Illinois and Ameren Corporation 252 

Boards of Directors for approval. Company witness Mr. Steve Wolter (Ameren Ex. 6.0) 253 

discusses the identification of operational need in his Rate Plan testimony.  254 

Q. Please explain the main driver(s) causing the increase in electric plant in service. 255 

 Between year-end 2021 and year-end 2027, the gross electric distribution plant in service, 256 

including plant allocated through the Asset Separation Project (ASP), which Ameren Illinois 257 

uses to allocate a portion of General and Intangible Plant to its electric operations as explained 258 

by Mr. Stafford (Ameren Ex. 2.0), is forecasted to increase $3.161 billion after ratemaking 259 

adjustments (based on the actual 2021 electric gross plant of $7.439 billion shown on Schedule 260 

B-5, the 2021 electric ASP of $858 million, and the projected 2027 electric distribution gross 261 

plant of $11.458 billion shown on Schedule B-1). Examples of projected property additions 262 

include, but are not limited to, new business and replacement of services, capacity expansion, 263 
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system performance, corrective maintenance, electric storage projects, non-reimbursable 264 

government relocation work, digital technologies related to software, computer hardware and 265 

related office equipment, and communication equipment to support Ameren Illinois' electric 266 

operations. Company witness Steve Wolter (Ameren Ex. 6.0) addresses in his Rate Plan 267 

testimony the largest of these projects, which are also described on Schedule F-4, along with 268 

benefits of the projects. Company witness Jim Blessing (Ameren Ex. 1.0) addresses the positive 269 

economic impact that the projects have had in the Company's service territory.  270 

Q. Did Ameren Illinois make any adjustments to the forecasted plant in service? 271 

 Yes. Mr. Stafford explains those ratemaking adjustments. He also discusses the ASP in 272 

greater detail.  273 

Q. How did the Company develop its test year depreciation reserve and expense? 274 

 The depreciation reserve is composed of accumulated depreciation and cost of removal, 275 

net of plant retirements and salvage. Ameren Illinois budgets cost of removal and salvage for 276 

projects in the UIP system. Plant Accounting provides the depreciation and amortization rates for 277 

existing plant and estimates general plant retirements except for vehicles and buildings. The 278 

projected additions for 2023 and 2024-2027 for transmission, distribution, vehicles, and 279 

buildings were multiplied by the average retirement percentage for 2014-2018 to estimate other 280 

plant retirements. The corporate model then applied the depreciation rates, including cost of 281 

removal, to the gross plant to forecast the depreciation expense. In addition, the model forecasts 282 

amortization expense based on a five-year life for new software additions. 283 



Ameren Exhibit 4.0  

Page 14 of 29 

Q. Is the depreciation rate the same for all electric plant? 284 

 No. A detailed study of the Ameren Illinois assets, retirements, removal, and accumulated 285 

depreciation reserve levels of each tangible property account is performed every five years. As a 286 

result of the details related to each property account, a distinct depreciation rate is established.   287 

Q. How does the depreciation rate difference impact the cost of service? 288 

A. Depreciation and amortization expenses are recovered through the cost of service. In 289 

general, electric transmission, or distribution property has deprecation rates between 1-5%, while 290 

intangible software typically has a 20% rate based on a five-year life. As a result, a $10 million 291 

investment in electric distribution property at a 3% rate would result in a $300,000 depreciation 292 

expense in the cost of service, while the same investment in intangible software with a 20% rate 293 

would result in a $2 million amortization expense in the cost of service. Thus, as Ameren Illinois 294 

makes needed investments in new software, that plant's shorter economic life will drive an 295 

increase in depreciation and amortization expense in the cost of service. 296 

IV. OPERATING EXPENSES 297 

Q. Please describe Schedule C-4. 298 

 Schedule C-4 is a comparative operating income statement by FERC account number for 299 

each year 2024-2027. Since Ameren Illinois is proposing 2024-2027 future test years, Schedule 300 

C-4 contains actual data for 2021 and forecasted data for 2022-2027. The 2022 data includes 301 

eight months of actual data and four months of forecasted data. The forecasted O&M expense 302 

amounts for the last four months of 2022, calendar year 2023, and calendar years 2024-2027 are 303 

from UIP and the corporate model. 304 
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Q. What amount of O&M expense does Schedule C-4 show for calendar years 2024-305 

2027? 306 

 The total 2024-2027 O&M expense shown on Schedule C-4, excluding electric power 307 

generation, power supply, and transmission expenses is $585.1 million in 2024, $611.0 million in 308 

2025, $650.7 million in 2026 and $682.8 million in 2027.  309 

Q. Did Ameren Illinois make any adjustments to the forecasted O&M expense? 310 

 Yes. Mr. Stafford (Ameren Ex. 2.0) explains those ratemaking adjustments.  311 

Q. What amount of O&M expense has Ameren Illinois included in the revenue 312 

requirement? 313 

 After the ratemaking adjustments explained by Mr. Stafford, the jurisdictional O&M 314 

expense at Ameren Illinois' proposed rates, as shown on Schedule C-1, is $432.8 million for 315 

2024, $470.5 million for 2025, $510.5 million for 2026, and $521.7 million for 2027. 316 

Q. Have you provided a summary of Ameren Illinois' O&M historically as compared to 317 

its forecast? 318 

 Yes.  Ameren Exhibit 4.1 shows historical O&M in 2018 compared to forecasted O&M 319 

in 2027. Exhibit 4.1 shows that O&M has increased at a compounded annual growth rate 320 

(CAGR) of only 1.7%, which drops to 1.0% if incremental O&M associated with 321 

implementation of CEJA and the Multi-Year Integrated Grid Plan were excluded.  These CAGRs 322 

are below the inflation rate assumptions used for non-labor related expenses in the test years.  323 
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Q. Has the Company analyzed whether there were significant variances in any income 324 

statement electric FERC account from calendar year 2021 to the 2024-2027 test years?  325 

 Yes. I discuss significant variances in Ameren Illinois' electric O&M expenses included 326 

in Customer Account Expenses (FERC Accounts 901-905), Customer Service and Informational 327 

Expenses (FERC Accounts 907-910), and Administrative & General (A&G) Expenses (FERC 328 

Accounts 920-935). Mr. Jason Klein (Ameren Ex. 5.0) discusses significant variances in Ameren 329 

Illinois' Electric Distribution Expenses (FERC Accounts 580-598).  330 

Q. What did Ameren Illinois consider a significant variance in that analysis? 331 

 For the purposes of this filing, the Company considered a significant variance to be a 332 

change of more than 10% and at least $2,000,000, on an annualized basis, when comparing the 333 

total forecasted 2024-2027 expense to the actual 2021 expense. 334 

A.  Customer Account Expenses 335 

Q. What activities does Ameren Illinois typically charge to FERC Accounts 901-905? 336 

 Expenses associated with Customer Accounts Expenses, FERC Accounts 901-905, 337 

include: 901 – Supervision; 902 – Meter Reading Expenses; 903 – Customer Records and 338 

Collection Expenses; 904 – Uncollectible Accounts; and 905 – Miscellaneous Customer 339 

Accounts Expenses. Ameren Illinois generally charges the following types of activities to these 340 

accounts: labor and costs related to performing customer accounting supervisory or 341 

administrative support activities; meter reading; maintaining customer records; payment 342 

processing; customer billing; disconnections/reconnections due to nonpayment or unknown 343 

users; and uncollectibles. The 2024-2027 test years forecast includes Customer Accounts 344 

Expense before ratemaking adjustments of approximately $51.3 million in 2024, $52.3 million in 345 

2025, $53.8 million in 2026, and $54.9 million in 2027.  346 
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Q. Is there a significant variance in the 2024-2027 forecasted expense for any Customer 347 

Accounts Expense account as compared to the 2021 actual expense?  348 

 Yes. For the Customer Accounts Expense accounts, there are three accounts that are 349 

projected to have an annualized change in expense of more than 10% and at least $2,000,000: (1) 350 

FERC Account 902 – Meter Reading Expenses (2) FERC Account 903 – Customer Records and 351 

Collection Expenses and (3) FERC Account 904 – Uncollectible Accounts. 352 

Q. Please explain the main driver(s) of the significant variance in FERC Account 902. 353 

 Account 902 is forecasted to increase approximately $1.9 million, or 224%, between 354 

2021 and 2024; $2 million, or 237%, between 2021 and 2025; and 2.1 million, or 250%, between 355 

2021 and 2026; and $2.2 million, or 260%, between 2021 and 2027. These increases began in 356 

2022 when, in an effort to capture meter reading related costs in one account, Ameren Illinois 357 

began accounting for software license agreement costs associated with meter reading in FERC 358 

Account 902.  These license agreement costs are primarily for Headend Meter Data Management 359 

(MDM) software (approximately $1.5 million in annual software license costs).  Prior to 2022, 360 

these meter reading software license agreement costs were recorded in FERC Account 921 - 361 

Admin and General – Office Supplies and Expenses.  362 

Q. Please explain the main driver(s) of the significant variance in FERC Account 903. 363 

 Account 903 is forecasted to increase approximately $4.6 million, or 18%, between 2021 364 

and 2024; $5.4 million, or 21%, between 2021 and 2025; $6.5 million, or 26%, between 2021 365 

and 2026; and $7.2 million, or 29%, between 2021 and 2027.  These increases are driven 366 

primarily by the transition of cost recovery for third-party assessed charges for customers using 367 

credit cards to pay their utility bills to base rates in connection with the passage of PA 102-0662 368 

(the Climate and Equitable Jobs Act, or CEJA).   These fees average approximately $2.4 million 369 
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of the increases in 2024-2027.  In addition, compared to 2021, expenses associated with iQor 370 

outsourced customer support services are expected to increase by $0.8 million in 2024 to $0.9 371 

million in 2027 and labor is expected to increase by $0.6 million in 2024 to $1.4 million in 2027.   372 

Outsourced customer support increase can be attributed to return to pre-pandemic call volumes, 373 

and some call increases associated with power supply price increases and customer assistance.  374 

Labor increases are attributable to non-union wage increases and union employee wage 375 

increases, which were based on existing union contracts that cover the projection period.  376 

Q. Please explain the main driver(s) of the significant variance in FERC Account 904. 377 

 Account 904 is forecasted to increase approximately $21.8 million, or 647%, between 378 

2021 and 2024; $21.9 million, or 649%, between 2021 and 2025; $22.2 million, or 658%, 379 

between 2021 and 2026; and $22.5 million, or 667%, between 2021 and 2027. In Docket 20-380 

0309, the Commission issued a final Order allowing electric utilities to switch from using net 381 

write-offs to using uncollectible expense for recording Account 904 expenses for June to 382 

December 2020.  Recording of uncollectible expense reverted back to net write offs in 2021, and 383 

included a true up between the accrued 2020 amounts considered doubtful for collection in 2021 384 

and the 2020 accrued amounts actually written off in 2021.  From 2020 to 2021, Account 904 385 

(Uncollectible Accounts) then decreased by $23.4 million due to the reversal of the 2020 accrual 386 

in addition to 2021 decreases in mandatory COVID shutdowns, lifting of stay at home orders, 387 

increased capacity limits, resumption of disconnects, customer bill payment assistance and 388 

generally improved economic conditions.  This led to a credit balance in 2021 of approximately 389 

$3.4 million.  In account 904 in 2022-2027, the forecasted balances reflect the absence of the 390 

2020 accrual reversal, resumption of normal disconnect moratoriums and increase in customer 391 

rates associated with power supply price increases, which went into effect in June 2022.     392 
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 Customer Service and Informational Expenses 393 

Q. What activities does Ameren Illinois typically charge to FERC Accounts 907-910? 394 

 Expenses associated with Customer Service and Informational Expenses, FERC 395 

Accounts 907-910, include: 907 – Supervision; 908 – Customer Assistance Expenses; 909 – 396 

Informational and Instructional Advertising; and 910 – Miscellaneous Customer Service and 397 

Informational Expenses. AIC generally charges the following types of expenses to these 398 

accounts: cost of labor and expenses related to the supervision and administrative support of 399 

customer service activities; provision of instruction and informational assistance to customers; 400 

and energy efficiency. The forecast includes Customer Service and Informational Expenses 401 

before ratemaking adjustments of approximately $71.9 million in 2024, $83.6 million in 2025, 402 

$103.5 million in 2026 and $122.6 million in 2027. However, a large portion of Account 908 403 

expense, which makes up the majority of the expense charged to Accounts 907-910, is recovered 404 

through Rider EE (aka EDR) – Energy Efficiency and Demand Response Investment, rather than 405 

through the base rate revenue requirement. Internal electric labor and expenses and external 406 

contractor costs associated with approved electric Energy Efficiency and Demand Response 407 

programs will be recovered through Rider EE. After removing Rider EE expenses and other 408 

ratemaking adjustments, Customer Service and Informational Expenses that Ameren Illinois has 409 

included in the revenue requirement are $6.6 million in 2024, $7.8 million in 2025, and $8.0 410 

million in 2026 and 2027. 411 
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Q. Is there a significant variance in the 2024-2027 forecasted expense for any Customer 412 

Service and Informational Expense account as compared to the 2021 actual expense? 413 

 Yes. For the Customer Service and Informational Expenses, FERC Account 908 – 414 

Customer Assistance is projected to have an annualized change in expense of more than 10% and 415 

at least $2,000,000. 416 

Q. Please explain the main driver(s) of the significant variance in FERC Account 908. 417 

 Account 908 is forecasted to increase approximately $30.7 million, or 85%, between 418 

2021 and 2024; $42.1 million, or 116%, between 2021 and 2025; $61.8 million, or 171%, 419 

between 2021 and 2026; and $80.8 million, or 224%, between 2021 and 2027. Ameren Illinois 420 

has annual EE program spend of approximately $100 million that is recorded to a regulatory 421 

asset (for each program year) and investments are amortized over their weighted-average useful 422 

lives beginning in the period in which they were made, with current remaining amortization 423 

periods ranging from 5 to 13 years. When PA 102-0662 was enacted, the allowed annual 424 

investments in electric energy-efficiency programs increased from approximately $100 million to 425 

$120 million for the 2022 to 2025 period.  Compared to 2021, Account 908 increases due to 426 

program regulatory asset amortization associated with completed annual programs and increased 427 

annual program investment.  428 

 Administrative and General Expenses 429 

Q. What types of expenses does Ameren Illinois typically charge to FERC Accounts 430 

920-935? 431 

 Ameren Illinois charges to the Administrative & General Expenses (A&G) Expense 432 

accounts the costs of these services, which it needs to operate: Corporate Leadership, Financial 433 

Services, Human Resources, Digital, and Legal. Other expenses recorded to the A&G accounts 434 
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include salaries, employee pension and benefits, outside professional services, property 435 

insurance, injuries and damages, regulatory commission expenses, and rents.  436 

Q. Who provides the services covered by A&G expenses? 437 

 The services are typically provided by a combination of Ameren Illinois employees, 438 

external contractors/consultants, and Ameren Services Company (AMS) personnel under the 439 

terms of a General Services Agreement approved by the Commission.  440 

Q. Is there a significant variance in the 2024-2027 forecasted expense for any A&G 441 

Expense account as compared to the 2021 actual expense? 442 

 Yes. For the A&G expenses, there are seven accounts that are projected to have an 443 

annualized change in expense of more than 10% and at least $2,000,000 before any ratemaking 444 

adjustments: (1) FERC Account 920 - Admin and General  - Salaries (2) FERC Account 921 - 445 

Admin and General – Office Supplies and Expenses (3) FERC Account 923 - Admin and 446 

General – Outside Services Employed (4) FERC Account 925 - Admin and General – Injuries 447 

and Damages (5) FERC Account 926 - Admin and General – Employee Pension and Benefits (6) 448 

FERC Account 929 - Admin and General – Duplicate Charges – Credit (7) FERC Account 930.2 449 

– Admin and General – Miscellaneous General Expenses.   450 

Q. Please explain the main driver(s) causing the significant variance in FERC Account 451 

920. 452 

 Account 920 is forecasted to increase approximately $8.2 million, or 14%, between 2021 453 

and 2025; $15.4 million, or 25%, between 2021 and 2026; and $18.5 million, or 31%, between 454 

2021 and 2027. The main contributors include compounding non-union wage increases as 455 

salaries are projected to increase 4.5% in 2023, 3.5% in 2024, 3.1% in 2025, and 3% annually 456 
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2026-2027, over prior year levels. Union employee wage increases, were based on existing union 457 

contracts that cover the projection period. Based on contract stipulations union wages were 458 

projected to increase 3.5% in July 2023, 3.1% in July 2024, and 3% annually 2025-2027, over 459 

prior year levels. The variance is also attributed to total headcount increases over the projection 460 

period, primarily due to filling open positions or additional headcount associated with 461 

administrative and general activity such as personal computer maintenance and support, 462 

community relations, business planning and development, risk management, digital technology 463 

planning, system security design and general management and supervision. 464 

Q. Please explain the main driver(s) causing the significant variance in FERC Account 465 

921. 466 

 Account 921 is forecasted to increase approximately $6.4 million, or 23%, between 2021 467 

and 2024; $6.8 million, or 25%, between 2021 and 2025; $7.3 million, or 27%, between 2021 468 

and 2026; and $7.2 million, or 26%, between 2021 and 2027. These increases are primarily 469 

driven by cloud computing service costs, digital software license fees and related contractor 470 

maintenance expenses for Office 365, Service Desk, Ellipse Asset Performance Management, 471 

Aspire (aka DFE or Digital Field Experience), and Command Center.   472 

Q. Please explain the main driver(s) causing the significant variance in FERC Account 473 

923. 474 

 Account 923 is forecasted to decrease $2.2 million, or 12%, between 2021 and 2024. This 475 

decrease is driven by the reclassification of Ameren Illinois' share of depreciation and taxes 476 

allocated by AMS from Account 923 (Outside Service Employed) to Account 930.2 477 

(Miscellaneous General Expenses) based on FERC guidance. The Company's share of 478 
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depreciation and taxes allocated by AMS reclassified from Account 923 is forecasted to be $1.7 479 

million in 2024, $2.1 million in 2025, $2.4 million in 2026, and $2.9 million in 2027.      480 

Q. Please explain the main driver(s) causing the significant variance in FERC Account 481 

925. 482 

 Account 925 is forecasted to increase approximately $2.0 million, or 20%, between 2021 483 

and 2026; and $2.4 million, or 23%, between 2021 and 2027.  These increases are primarily 484 

related to forecasted increases in liability and property insurance premiums. Based on 2022 485 

renewals of insurance policies, premiums payable in 2023 are forecasted to increase 14%, 486 

however in 2023 that increase is offset in account 925 by a forecasted decrease in the injuries 487 

and damage reserve.  Between 2023 and 2027, liability and property insurance premiums are 488 

forecasted to increase at an average rate of 7% per year. For ratemaking purposes, the Account 489 

925 cash basis expenses are used rather than the accrued expenses reported on FERC Form 1. 490 

Mr. Stafford addresses the Account 925 cash basis expense in his direct testimony (Ameren 491 

Exhibit 2.0).   492 

Q. Please explain the main driver(s) causing the significant variance in FERC Account 493 

926. 494 

 Account 926 is forecasted to increase approximately $37.0 million, or 614%, between 495 

2021 and 2024; $36.8 million, or 611%, between 2021 and 2025; $37.9 million, or 628%, 496 

between 2021 and 2026; and $39.1 million, or 649%, between 2021 and 2027.  These increases 497 

represent the inclusion of the non-service portion of Pension and OPEB in the 2024-2027 498 

forecasted test years. The non-service portion of Pension and OPEB of $40.2 million was not 499 

included the 2021 FERC account 926 balance of $6.0 million, which was derived from the FERC 500 

Form 1, the initial basis for comparison for test year variance explanations in my testimony. 501 
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Including the non-service portion in 2021, for equal comparison with forecasted test years, 502 

shows that account 926 decreases approximately $3.2 million, or 7%, between 2021 and 2024; 503 

$3.4 million, or 7%, between 2021 and 2025; $2.3 million, or 5%, between 2021 and 2026; and 504 

$1.1 million, or 2%, between 2021 and 2027.  The decreases are due to the discount rate used in 505 

the forecast increasing from 3.00% to 4.80% based upon rates through June 30, 2022, which 506 

decreased expense over the forecast period starting in 2023.  Service cost decreased significantly 507 

in 2023 and later due to the increase in discount rate.   508 

Q. Please explain the main driver(s) causing the significant variance in FERC Account 509 

929. 510 

A. Account 929 Credit is forecasted to increase $4.7 million, or 100%, between 2021 and 511 

2024-2027, while Account 927 is forecasted to decrease $1.0 million between 2021 and 2024, 512 

$0.9 million between 2021 and 2025, $0.8 million between 2021 and 2026, and $0.7 million 513 

between 2021 and 2027. Both accounts are impacted by franchise fees.  The franchise fees are 514 

either in the form of cash payments to municipalities or in the provision free service. The 515 

decreases in Account 927 are primarily due to not forecasting any free service expense for 2024-516 

2027 while 2021 included $4.7 million of free service. The free service expense in account 927 is 517 

offset by equal credits in account 929, resulting in a net zero dollar expense. As a result, in total 518 

these two accounts are forecasted to increase by $3.7 million between 2021 and 2024, $3.8 519 

million between 2021 and 2025, $3.9 million between 2021 and 2026, and $4.0 million between 520 

2021 and 2027 driven by higher expected cash franchise payments. 521 
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Q. Please explain the main driver(s) causing the significant variance in FERC Account 522 

930.2. 523 

 Account 930.2 is forecasted to increase $1.4 million, or 33%, between 2021 and 2024, and 524 

$1.8 million, or 42%, between 2021 and 2025, and $2.1 million, or 50%, between 2021 and 525 

2026, and $2.7 million, or 64%, between 2021 and 2027. This increase is driven by the 526 

reclassification of AIC's share of depreciation and taxes allocated by AMS from Account 923 527 

(Outside Service Employed) to Account 930.2 (Miscellaneous General Expenses) based on 528 

FERC guidance. Ameren Illinois' share of depreciation and taxes allocated by AMS reclassified 529 

to Account 930.2 is forecasted to be $1.7 million in 2024, $2.1 million in 2025, $2.4 million in 530 

2026, and $2.9 million in 2027.      531 

V. G SCHEDULES 532 

Q. What are the Part 285 G Schedules? 533 

 As Company witness Ronald D. Stafford notes, the Commission's Part 285 rules require a 534 

utility to submit with a rate case filing certain schedules of standard information that support the 535 

filing. Although I am not a lawyer, it is my understanding that the rules require thirteen 536 

additional schedules – the G Schedules – when the utility proposes rates based on a future test 537 

year. AIC is proposing 2024-2027 test years here. Therefore, with this rate case filing, AIC is 538 

submitting the required G Schedules. 539 

Q. Did you prepare, or cause to be prepared, any of the G Schedules? 540 

 Yes. I prepared, or caused to be prepared, the following G-Schedules: 541 

• G-1: Comparison of Prior Forecasts to Actual Data – Prior Three Years; 542 

• G-3: Statement of the Assumptions Used in the Forecast; 543 

• G-4: Statement of Accounting Treatment; 544 
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• G-6: Inflation; 545 

• G-8: Actual Gross Additions and Retirements Compared to Original Budget; 546 

• G-9: Comparison of Budgeted Non-Payroll Expense to Actual; 547 

• G-10: Comparison of Budgeted Payroll Expense to Actual; 548 

• G-12: Forecasted Property Taxes; and 549 

• G-13: Comparison of Actual Financial Results to the Originally Approved 550 

Forecast for Each of the Past Twelve Months and Eight Subsequent Months. 551 

I explain these schedules in greater detail, below. I also explain where the information required 552 

in Schedule G-5 (Assumptions Used in the Forecast) and G-11 (Budgeted Number of 553 

Employees) can be found in the filing. Mr. Stafford explains Schedules G-2 (Statement from the 554 

Independent Certified Public Accountant) and G-7 (Proration of Accumulated Deferred Income 555 

Taxes). 556 

Q. What information is reported in the Company’s Schedule G-1? 557 

 Schedule G-1 compares approved budget operating income statement data to actual data 558 

for 2019, 2020, and 2021 – the three most recent consecutive years preceding the 2024-2027 test 559 

years for which actual data were available at the time of this rate case filing – which 560 

demonstrates the reliability and accuracy of the Ameren Illinois forecast for those years.  561 

Q. What information is reported in the Company’s Schedule G-3? 562 

 Schedule G-3 contains (a) a statement indicating whether the forecast for the test years 563 

contains the same assumptions and methodologies used in forecasts prepared for management or 564 

other entities such as the Securities and Exchange Commission, security rating companies and 565 

agencies, underwriters, and investors; and (b) an explanation of any differences between the 566 

assumptions and methodologies used in the forecast forming the basis of the test years selected 567 
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by Ameren Illinois and the assumptions and methodologies used in forecasts prepared for 568 

management or other entities. 569 

Q. What information is reported in the Company’s Schedule G-4? 570 

 Schedule G-4 states that the accounting treatment applied to anticipated events and 571 

transactions in the test year forecast is the same as the accounting treatment to be applied in 572 

recording the events once they have occurred, except as explained by Mr. Stafford.  573 

Q.      What information is reported in the Company’s Schedule G-5? 574 

 Schedule G-5 includes the principal assumptions used in preparing the projected 575 

information forming the basis for the test year selected by the utility. Ameren Illinois is 576 

providing that data in Schedule G-2, which Mr. Stafford sponsors. To reduce redundancy in this 577 

filing, AIC is not providing the data in duplicate in a Schedule G-5. 578 

Q. What information is reported in the Company’s Schedule G-6? 579 

 Schedule G-6 identifies the rate of inflation that Ameren Illinois applied to accounts, 580 

portions of accounts, or budget items inflated by an index for the 2024-2027 test years. 581 

Q. What information is reported in the Company’s Schedule G-8? 582 

 Schedule G-8 compares, by plant function, budgeted capital additions and retirements to 583 

actual capital additions and retirements for 2019, 2020, and 2021 – the three most recent 584 

consecutive years preceding the 2024-2027 test years for which actual data are available. 585 

Q. What information is reported in the Company’s Schedule G-9? 586 

 Schedule G-9 compares actual non-payroll expense to budgeted non-payroll expense for 587 

2019, 2020, and 2021 – the three most recent consecutive years preceding the 2024 test year for 588 
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which actual data are available. Schedule G-9 also identifies any percentage change of 15% or 589 

more between budgeted and actual non-payroll expenses by account category for 2021, the most 590 

recent year for which actual data were available. Ameren Illinois is submitting workpapers with 591 

this direct filing that explain the reasons for those changes.  592 

Q. What information is reported in the Company’s Schedule G-10? 593 

 Schedule G-10 compares actual direct payroll expense to the budgeted payroll expense for 594 

2019, 2020, and 2021 – the three most recent consecutive years preceding the 2024-2027 test 595 

years for which actual data are available. Schedule G-10 also identifies any percentage change of 596 

15% or more between budgeted and actual payroll expenses by account category for 2021, the 597 

most recent year for which actual data are available. Ameren Illinois is submitting workpapers 598 

with this direct filing that explain the reasons for those changes. 599 

Q. What information is reported in Schedule G-11? 600 

 It is my understanding that the Part 285 rules require the Company to list, in a Schedule 601 

G-11, the number of employees by department included within the original, approved budget in 602 

each month of the three most recent consecutive years preceding the test year and the test year. 603 

Ameren Illinois is providing that data, by payroll department for 2019-2021, in Schedules C-604 

11.2a-f, which Mr. Stafford sponsors. To reduce redundancy in this filing, Ameren Illinois is not 605 

providing the data in duplicate in a Schedule G-11. 606 

Q. What information is reported in the Company’s Schedule G-12? 607 

 Schedule G-12 provides certain information on forecasted property taxes for the 2024-608 

2027 test years. 609 



Ameren Exhibit 4.0  

Page 29 of 29 

Q. What information is reported in the Company’s G-13 Schedule? 610 

 Schedule G-13 compares each month's actual financial results to each month's forecast 611 

within Ameren Illinois's originally approved annual forecast for each of the past 12 months at the 612 

time of this rate case filing. Note, actual and budget data for October 2021 through September 613 

2022 is provided. Ameren Illinois will provide actual and budget data for October through 614 

December 2022 in addition to actual and budget data for the subsequent eight months, January 615 

through August 2023, as available. 616 

VI. CONCLUSION 617 

Q. Does this conclude your direct testimony? 618 

 Yes, it does. 619 
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APPENDIX 

STATEMENT OF QUALIFICATIONS 

HECTOR H. IRIZARRY-ROBLES 

 

My name is Hector H. Irizarry-Robles. My business address is 10 Richard Mark Way, 

Collinsville, Illinois 62234. I am employed by Ameren Illinois Company as the Controller.  

I received my Bachelor of Science in Business Administration, with a focus in 

Accounting, in 1997 from Southeast Missouri State University. I am a licensed Certified Public 

Accountant in Missouri and received my license in 2001. Prior to joining Ameren, I was 

employed as a Senior Assurance Associate at PricewaterhouseCoopers and as a Senior 

Accountant at The May Department Stores Company. At PricewaterhouseCoopers my 

responsibilities included planning and overseeing financial audits and agreed upon procedures 

for the firm's middle market clients.  At The May Department Stores Company I was responsible 

for accounting and financial analysis of all benefit plan accounts and for drafting financial 

statements and regulatory reports for self-insured benefit plans. I joined Ameren in April 2005, 

as a Senior Internal Auditor. I served in Ameren's Internal Audit department from 2005 to 2018, 

throughout which time I was promoted to Supervisor and Manager.  In Ameren's Internal Audit 

department, I was responsible for overseeing department productivity and progress in completing 

the annual audit plan, as well as managing project management audits, regulatory audits, and the 

Company’s annual Sarbanes-Oxley compliance assessment.  In 2018, I was promoted to Senior 

Manager, Strategic Initiatives, reporting to Marty Lyons in his role as President of Ameren 

Services and then as President of Ameren Missouri. My responsibilities included planning senior 

leadership meetings, and ensuring priorities and strategies were developed, communicated and 

executed. I was promoted to my current role of Controller in July 2021. 

 


